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5. Commencing with the State fiscal year beginning July 1, 1994 and each State fiscal year thereafter,
excluding however the rate year July 1, 1996 through June 30, 1997, the annual percentage
increase will be applied to all cost centers excluding the $18.97 and the $15.00 ceiling maximums
identified in paragraph b. Above entitled “Other Property Related Expenses” to determine new
cost center ceilings. Commencing July 1, 1994, excluding however the rate year July 1, 1996
through June 30, 1997, individual facility cost center rates, excluding the cost center rate for Other
Property Related Expenses Cost Center, will be adjusted annually by the amount of percentage
change in the National Nursing Home Input Price Index for the twelve (12) month period ending
the previous March. The amount of percentage change to be utilized will be the index as projected
by the Centers for Medicare & Medicaid Services on the first date it is available in the month of
May each year. Although the index may be obtained initially by telephone, it will be confirmed in
writing.

6. For State fiscal year ending June 30, 2002, there shall be added an additional per diem increase
equal to three dollars and seventy-one cents ($3.71) per day to each nursing facility’s Medicaid
per diemrate. This increase will be in addition to the July 1, 2001 inflationary increase provided
by paragraph 5 above.

The additional per diem must have been or must be expended by the nursing facility to increase
wages and/or staffing; pay payroll taxes and workers’ compensation on such payroll; and, enhance,
expand or maintain new and existing fringe benefits. The additional per diem increase shall remain
in the facility’s rate after June 30, 2002 and until the facility’s rate is recalculated after its next base
period, to the extent it will have actually been expended by the nursing facility to increase wages
and/or staffing; pay payroll taxes and workers’ compensation on such payroll; and enhance,
expand or maintain new and existing fringe benefits prior to July 1, 2002. As defined herein, any
amount of this per diem not expended for these reasons shall be subject to retroactive repayment
to the State during the two (2) six (6) month base periods described herein. In order to determine
that the amounts provided in the additional per diem are expended on labor related costs, each
participating nursing facility shall submit a six (6) month labor report, on forms to be provided by
the rate setting unit, for the six (6) month periods ending December 31, 2001 and June 30, 2002.
Said six (6) month report(s) shall be filed by March 31, 2002 and September 28, 2002,
respectively, and no extensions of time shall be granted.

In the event it is determined that a facility either has not expended the per diem in the manner
described above or has failed to file a timely report, a retroactive adjustment will be made by DHS.
Such retroactive adjustment will be payable by the facility in equal monthly installments over a six
(6) month period starting with the month subsequent to the adjustment becoming final. The
retrospective adjustment shall be calculated as the excess, if any, of: (1) the product of Medicaid
rate in the labor related cost center and the total bed days provided in the facility in each six (6)
month period over (2) the facility’s actual expenditures in the labor related cost center for each
six (6) month period. The difference between the retrospective adjustment as so calculated and

three dollars and seventy-one cents ($3.71) will remain in the facility’s rate after June 30, 2002,
until the facility’s rate is recalculated after its next base period.
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